Port systems not only serve as integral components of transport systems, but are also major sub-systems of broader production, trade, and logistics systems. Ports have always contained clusters of economic activity. A seaport's success depends heavily on hinterland access, and the quality of hinterland access depends on the investments of firms in the port cluster. Taiwan A free trade zone refers to an area which is situated within a controlled district of an international airport or international seaport approved by the Executive Yuan, or of an adjacent area demarcated as a controlled area, and which is an industrial park, export processing zone, science-based industrial park, or other area approved by the Executive Yuan for the establishment of a controlled district intended for the purpose of conducting domestic and foreign business activities, and in which a comprehensive goods tracking system can be connected with the controlled district of an international airport or seaport by means of technological facilities.
Establishment of free trade zones in
The main goals of free trade zone are to extend the current functions of the Global Logistics Development Program, cope with intense competitive pressure from the external environment (i.e., China, Hong Kong, Singapore, Japan, and Korea are aggressively setting up free trade zones), deregulate current operating procedures for transshipment and re-export after processing, and realize the economic potential of seaport or airport hinterlands. Compared with neighboring countries such as Korea, the development of port FTZs in Taiwan has been relatively slow. There is still considerable doubt in Taiwan concerning whether existing incentives and good FTZ locations will be sufficient to induce foreign or Taiwanese firms to invest in FTZs. What types of industries are most suitable for FTZs? For its part, the Korean government enacted the "Act Governing the 084 5 Executive Yuan(2006) , http://www.cepd.gov.tw/. 
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-qualified labor force, and an advanced integrated information system. Yang 20 suggest -ed that factors determining tenant enterprise willingness to invest in an FTZ can be classified along various dimensions, such as political-economic environment port hinterland development strategies should reflect the relationships between facility acquisition of materials), cost dimension (cost of labor, energy cost, port duties, tax incentive terms), and infrastructure dimension (services, location, facilities). 
Commercial and business function
Apart from major transshipment and storage functions, commodity promotion, exhibition, and conference-related functions established in fabrication or processing areas 
III. Review of Port type Free Trade Zones in Taiwan and Korea
Port Free Trade Zones in Taiwan
Article 1 
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an adjacent area demarcated as a controlled area, and which is an industrial park, export processing zone, science-based industrial park, or other area approved by the Executive Yuan for the establishment of a controlled district intended for the purpose of conducting domestic and foreign business activities, and in which a comprehensive goods tracking system can be connected with the controlled district of an international airport or seaport by means of technological facilities (Article 3(1)).
FTZ enterprises may be approved to engage in trading, warehousing, logistics, collection and distribution of containers, transiting, transshipment, forwarding, customs clearance, assembling, sorting, packaging, repairing and fabricating, processing, manufacturing, displaying, or providing technological services within an FTZ.
Preferential incentives for FTZ enterprises include:
· Goods transported from overseas into a free trade zone by an occupant enterprise for its operations shall be exempted from customs duties, commodity tax, business tax, tobacco and wine tax, public health and welfare dues on tobacco products, trade promotion service fees, and harbor service dues.
· Machinery and equipment transported from overseas into a free trade zone by an occupant enterprise for its own use shall be exempted from customs duty, commodity tax, business tax, trade promotion service fees, and harbor service dues.
·
The business tax rate on goods sold by a business entity in a tax zone or a bonded area to an occupant enterprise for the latter's business operations shall be zero.
Taiwan's FTZs can benefit tenant companies in many ways; with regard to functional aspects, they can provide various kinds of production and international trade services including transshipment, distribution, reassembly, consolidation of containers from different countries, simple processing, and in-depth processing. They can save as much as 95% of the time required for logistics, and simple or in-depth processing can boost added value by 4-30 times. With regard to goods and equipment within an FTZ are exempt from taxation, and goods within FTZ are exempt from the payment of import duties, commodity tax, business tax, tobacco and wine tax, health donation for tobacco products, trade promotion service fees, and harbor service fees, thus providing substantial cost savings. With regard to efficiency, since FTZs are designated as being within the national territory but outside the customs territory of Taiwan, goods in an FTZ may be transported freely without examination, inspection, customs clearance, or escorted shipment. Goods thus enjoy freedom and flexibility of movement to a high degree and can be subjected to value-added processing, allowing companies to take advantage of transient trade opportunities before they disappear.
As for service aspects, FTZs offer single-window services and allow companies autonomous management, providing streamlined administrative services that are both quick and convenient. With reference to deregulation, FTZ enterprises can hire foreign workers for up to 40% of their total work force, and highly flexible manpower arrangements are provided. Free trade zones can take advantage of the "within physical territory, but outside the customs territory" concept to liberalize trade administration and use logistics to drive manufacturing in conjunction with liberalized customs procedures. FTZs consequently perform a better operating environment and greater trade opportunities for manufacturers. 22 Total container handling throughput of Kaohsiung port reached 9,676,554 TEUs in 2008, and this accounted for 73% of Taiwan's total container volume. The port's stevedoring costs have dropped sharply and its efficiency has improved continuously after port operations were opened to private companies in January 1998.
The Kaohsiung Port Free Trade Zone has a designated area of 397.69 hectares and began operating in January 2005. While the port free trade zone continues to provide container-related operating services, the designated scope of the FTZ is confined to wharves 34-35, the third container center's rear area, the area around the fourth container center's elevated interchanger, and the area at the rear of wharf 122, which will be used for the expansion of international logistics and other services (Refer to The two harbor bureaus estimate that the free trade zones will attract an initial investment of about NT$4.56 billion and generate at least 900 jobs, the companies operating in the zones will add around NT$1.9 billion in annual production value. 24 On the other hand, to review the effect of port-type FTZs on national economy, the 
Port Free Trade Zones in Korea
Korea has introduced a customs-free zone system to transform its airports and seaports into international logistics centers and attract international logistics firms. The Act
Governing the Establishment and Management of Customs-Free Zones for Fostering
International Logistics Centers" ("Customs-Free Zone A ct") was enacted in 1999, and specific areas within Busan and Gwangyang ports were designated customs-free zones Table 6 ).
Korea's FTZs allow occupant companies to freely engage in manufacturing, logistics, distribution, and trade activities. Applicable business categories include (1) unloading, transportation, warehousing, exhibition, multi-functional logistics businesses (packing, repair, processing, assembling), and international logistics businesses in port FTZs; (2) wholesale businesses mainly handling imports and exports; (3) manufacturing businesses exporting goods equivalent to more than 50% of sales; and (4) foreign-invested manufacturing businesses.
Foreign-invested companies must meet two conditions: (1) foreign investors must own more than 10% of the total number of shares or the total equity amount of a Korean company, where the right of resolution is granted to a foreigner who invests more than US$50,000; (2) when a foreigner owns less than 10% of the shares or investment amount, (i) the assignment or designation of the management is allowed in contract, (ii) a contract governs the supply or purchase of raw material or products for more than one year, or (iii) a contract governs the transfer or introduction of technology or joint research and development. An FTZ occupant company that is a foreign-invested firm shall have an investment of: (1) more than US$10 million for a manufacturing business;
(2) more than US$5 million for a logistics business.
Korea's port free trade zones provide the following benefits to occupant companies:
·
Exemption from customs duties, reduced corporate taxes, and competitive lease fees (Article 44).
Exemption from or refund of customs duties, liquor tax, special consumption tax, and traffic tax; refund of customs duties levied on raw materials to be exported; exemption from value-added tax or zero value-added tax rate (Article 45). From a port cluster perspective, a port-type FTZ can not only enhance trading opportunities, provide cargo logistics cost savings, and promote financial transactions, but also encourage value-adding, especially after the port hinterland of an existing FTZ has been fully developed. 
IV. Comparison of Port Free Trade Zones in Taiwan and Korea
After reviewing the port FTZ-related laws and regulations of Taiwan and Korea, the following conclusions can be made: (1) The governments of Taiwan and Korean have adopted similar incentives for encouraging occupant enterprises to import raw material or semi-finished goods from domestic or foreign sources into the FTZ for processing, assembly, and distribution, followed by re-export to other countries. This is intended to increase acquisition of foreign currency, and thereby facilitate the country's export-oriented economic policy. (2) functions, etc.; however, the functions of port-ty pe FTZs should be coordinated with local industrial development models based on a port cluster perspective. For example, since precision machinery manufacturing is a leading industry in central Taiwan, a precision machinery manufacturing and distribution park can established in Taichung port. Consequently, it appears that there is some connection between port hinterland and port cluster, but this hypothesis requires further empirical proof.
8. This paper fully supports the viewpoint of Yang 35 that most well-developed free trade zones around the world offer a variety of benefits to the companies that operate in them. In other words, preferential incentives seem to be one of the critically important factors needed to attract FTZ tenant companies, and the governments of both Taiwan and Korea have adopted these measures as important marketing strategies.
However, regardless of whether the linkage between preferential incentives and marketing performance exists or not, further empirical investigation of the related issues, such as, how much FTZ competition is influenced by incentives offered to investors, and whether incentive contest among countries can really benefit the national economy, should be performed.
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